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Capital investment techniques
[bookmark: _GoBack]According to Kenton (2020), capital investment techniques are the budgeting method used by companies to increase profitability in their investments. The three techniques are used by companies when investing and determining the risk factors in the investment.
 a). (NPV)
According to CFI Education Inc (2020), NPV is for determining company’s cash flows, either positive or negative. It helps in determining the investment of the company or the project of the company cash flows.
 b). Internal rate of return (IRR)
The technique helps in analyzing the company’s profitability after investing. It has the same formula has NPV except that it is equal to zero. IRR is used to determine the company annual growth after an investment (Hayes, 2020).
c). Payback method
According to Kagan (2020), payback method is used by companies to determine the time taken for them to recover the amount of money spent in investment. This technique helps the company to estimate and know its growth. A shorter payback method means that the company will take a shorter time before it benefit from what it had used in its investments.
Advantages of net present value are, help measure profitability and help know all risk factors. An example is that net present value helps a company to know the cost that will be spent in investing in a particular project before spending on it. The disadvantages are difference in size of the project and optimistic view of the projects (Borad, 2019).
The advantages of the internal rate of return are that it values the time used in investing the money and is very simple and reliable. An example is that internal rate of return help companies know how much they are investing and it will come at what time without incurring losses. The disadvantages are dependent projects such as newly purchased trucks will need a parking place therefore no profits and presence of positive and negative future cash flows (Borad et al., 2020).
According Alamgir (2019), the advantages of payback method are that it is more reliable and helps indicates the project that has taken long payback period that it won’t work. An example is that companies use payback method to know if they will recover from the investment or not. The disadvantages is that time value of the money is not taken seriously and many companies are encouraged to do excessive investments in short term project that lead to losses.
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